DOCUMEHT BESOHE 



KD 093 058 



EA 006 2^9 



AUTHOR 
TITLE 



PUB DATE 
NOTE 



EDRS PRICE 
DESCRIPTORS 



IDENTIFIERS 



Thompson/ Lawrence 

L Fiscal Perspective on the Analysis of School 
Finance Reform: The Case of City-Suburban 
Competition* 
Apr 74 

55p.; Paper presented at American Educational 
Research Association Annual fleeting (59th, Chicago, 
Illinois, April 15-19, 1974) 

MF-$0.75 HC-$3.15 PLUS POSTAGE 

♦Educational Finance; Educational Legislation 

Educational Research; Equalization Aid; Proper ^y 

Taxes; *Sc>iool Support; *School Taxes; state Aid; 

*Subur±»an Schools; ♦Urban Schoolis 

♦ School Finance Ref or D3 



ABSTRACT 

One way in which the analysis of educational financ<i 
reform might be broadened to include an analysis of the fiscal 
effects of such reform is to show fiscal competition between large 
cities and their suburbs* It is not possible to say that "most 
central cities" or "most suburban areas" deserve a greater share of 
State educational aid* Rather, there appears to be significant 
variation among metropolitan areas in the relative fiscal position of 
the central city* School finance reform i.<^ not the only State policy 
that has potentially significant fiscal effects* For instance, the 
issuance of nonproperty taxes — especially "commuter" taxes — might 
play an equally ijpportant role* Evidence suggests that State aid to 
local education is already a pro-suburban program* A reform of school 
finance is likely to make the program even more pro-suhurfcan * There 
is probably no one single optimal school fiance reform plan whicjh can 
be applied uniformly everywhere* {Author/DN) 
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BEST COFV MMIABU 

A FISCAL rr.RSPFCTIVr OU Tf^t ANALYSIS OF SCf!OOL 
FINANCE Rl?OKM: THE CASE OF C I 7 Y-SU^Uf-.[:Al-i COM^ET ! T I OK^r 

By Lav.rcf.cc Thon:pt.ofV-- - 

j_ vcilvcij on 

Even thauuh we ore oil c.w.irc of the sor^what tcntious nriturc of 

the connection thr.l rcseorchers Su'i.'C been able to c^-lobHsh bctv.ccn 

loca^ per pupil cduc?ii;ona! ci.er,ding end any of the interestincj and 

measurable rcsuUr. of the edwcoticnn! process, most of us have con- 

tinucd, 1 think, to Icok upon the noven^ent to refoni educational 

finance a5 if its ro^^t trcortcmv irpact were going to be its in^pact 

on the gcoorapiiic distribution of cducntiorc?1 bencfUs. Thus > 

when iui.HVi^irg a p^^rtlcular school finance rcforn^ prcpos^l, our 

usual ^)pproaCh li:.s been to first estimate the impact tliat adopMon 

of the proposal will have on the p.'^tLern of variations in local 

per puiMl expenditures. T[>en, usin^ t!iis i;.easure (or this measure 

as soreho'.*' orijusUei for variations in '^need/^ and/or "cost") as an 

appro>;in>at Ion for actjat edurMtional benefit, v;c have analysed the 

Impact tf.at the parllculnr reform propoiiel is likely to have a^joinst 

our various notions of how educational bcr.efits "oufjht" to be dis' 
1 

t r ibuted . 

Delivered at the 157^'< annual rec t i on of the Anerl<:an Educational 
Research Association, Chicac^o, Illinois, April 17, 1S7^'*. 

''^^'PoUcy Studies Oi vision of ihc fiational (rstitutc of Educatlcn. The 
V i cv; s e p o s s e in v i . i s i » "i e e ! ' . "i r e 1 1 o s e of the a u t { - o r a n d c; o n c. t 
necessarily rcf^v.. thereof i"o Institute. The autfioi* w i shcs tc 
express his apn rc^... ; a t ion to his research assistant, ^rbby l^on.ocy 
for her able as: /stance in conr.jcuing this analysis. 

1 

Which notion rav or r;,^y no: :f;rle'J.^ our adjestrcnt in levels of 
benefit for those pI^kcs wlshinj to c^kv an extra "effort." 



I have no quarrel with these attefnpts to examine the Impact of 
cducctlona! findncc reform on the distribution of ediicotional bene- 
fits* That particular question is an important one, and, even tliough 
our measures of educational benefit may not be particularly con- 
vincing, it is one that we should attempt to tackle in the best 
way we can. 8ut I do think that for too long we have been ignoring 
several other potentially significant and important impacts that a 
reform of our educational finance system Is likely to have< In 
particular, we have tended to ignore the fact that educational 
finance reform Is likely to have a significar;! '^fiscal" impact in 
addition to any "educational" impact it has. 

Local education represents by far the single largest item of 
expenditure in tf^e budgets of most local governments . As a con- 
sequence, in most states the taxes levied to support local educa-- 
tion are the single largest element in the entire local tax picture, 
and tlie way in v.'hich local educational tax burdens arc distributed 
among the households of a state is, therefore, one of the most 
Important of the factors determining tiic equity and efficiency of 
the entire local government finance system. 

The available evidence suggests that onJy a portion of any new 
state aid passed out under an educational finance reform is likely 
to go into increased educational expend i tures » The balance of the 
fncreascd educational aid, indeed very possibly a riiojority of such 
increased aid, is likely to go either into financing local property 
1 

In fiscal 1970, local educai Ion accounted for rou(ih1y hS f^orconi 
of the total expenditures of local eovcrnmcfU. U.S, Bureau of the 
O Census, Governr:;t.'n( a I Pfnanccs in 1969* 70, Ik). S (Washfruiton : 

ERJC GPO, 1971). 
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tax relief or into financing increoses la noneductU ioiio 1 cxpendi- 
1 

turcs. Thus, while educational finance reform v/ill, to an extent, 
alter the geographic distribution of the benefits of local education, 
It v/ill also alter sorie of the fundan^ental relationships currently 
existing arrong various localities in relative tax rotes and tax 
burdens and in the quality and availability of all kinds of local 
public services. And such a fundancntal alteration in the relative 
fiscal position of different local jui*!sd!ct ions can, in turn, be 
expected to affect both ilie overall i rrterpersonal distribution of 
state and local tax burdens and the patterns of economic development 
within a particvilcr state. 

in this paper I attornot to evaluate educational finance reform on 
the basis of its expected fiscal consequences, I shall do this by 
focusing the analysis on the impact thc'it such reform is likely to have 
on one particular local fiscal problem, the problem of central city- 
suburban fiscal competition v/itiiin our major metropolitan areas. 
1 

Recent studies suggest that a $1,00 increase in aid to education 
can be expected to produce an increase in educatior^al expenditures 
of somev;here between and $,50. See, for instance, David Stern, 

^^Effects of Alternative Fori ulos on the- DistrPnUion of Public 
Sci:ool Expenditures," F vi r w ol^ji'cc'rK'nM cs anKj_ S Lot i s 1 1 cs , V. S5j No. 1 
(February 1973) > pp. SI'S'/ (i>is c^ri lI-Tu7Ts''Tr'r5^To'*Y3:i^ ; Steve H. 
Barro, "Thr Impact of Fcdci-al Aid to States on Financial Support 
for tiic Public Schools,'' paper presented at the annual meeting of 
the American EtJucatioooI Research A^sscc ia t ion , Chicago, April 1S72 
(liis estimate is $.33); John V/cichcr, "Aid, Lxpcnd i tures , and Local 
Government Structure," M-i jr-na) Tr;y Jr.nrnaj^, V. 25, Mo. h (December 
1972) pp. 573-5S'{ ([lis u\u7.ate iT'sV^oll £dv;ard K. Gramlich, 
"Alternative FeJ^ ral Policies for Stimulating State and Local 
Expend i turc5 : A Comparison of tficir Ffiects," t^itional Tax Jou rnal, 
V. 21. Ho. 2 (June ]3CZ) pp. 119-129 (his estimaTe" is $.2bl. Two 



I hope first of oil th.it tho annlysis contained in this paper 
v/ill serve to illustrate hov/ nn analysis of tlie fiscal consequences 
of any particulor roforf)": proposal (iitght be conducted. At tlic same 
time, however, ] believe that the structuring of the analysis of 
this particular question in tliis particular way can give us several 
valuable insigtits into the question of big cities fare under scfiool 
finance reform: [t will allow us to establisl; criteria hy which 
to judge whether a particular large city is "deserving^' of additional 
aid, and If so, of how much additional aid; it will allow us to ex-- 
ploro how noneducat iona 1 aid interacts with educational aid to 
affect the fiscal position of large cities; and it will allow us 
to explore the way in wf)icl) the ir prjct of a given reform varies 
*^rom one location to anotl>er. 

I 1 . Conceptun 1 Framework 

A> The Pr objc^ ^ 

The evidence suggests that many of our large central cities 
are becoming ijicreasi rig ly Icis pror;:i -^nt as either the location of 
tfie residences of the nonpoor or tfie sites for many kinds of busi- 
ness activity. In recent years, cri'iiloyr: cnt growth in central cities 
has tended to be far less robust ttian has enployinent growth in their 



1 

studies hove also attci- ntod to t'^cucure the ir.pnct of educational 
grants on r^oriCvluca t i onri 1 cxeend i 1 ures . Sec I'eichor, oi)._cit. and 
t:dward h. Cr.ir^iich and K'u-vey Galfcr, ^'State and LocaTTi^cal 
Behavior ancf federal Grc,nt Poliry,^' f^rcoki n - s l\;r'>^rs on Lccnofuic 
[^SJjyJjyj 1 7 3 : 1 pp. i 5 " C 3 . We i ch c r i 'nds ^t !" . rC tl ic r e's' Vj oin s7^s'^ TTf 
areas served by indeucnck'nt school districts dc^cs not differ 
significantly frcni thot^c sci'ved irv di.^pendcnt scfiool districts 
Vs'ith respect lo either Ihe irDact cw r^uuca t i oi^n 1 spcndinq or the 
ir'jpact on tiointaacallon.:] s()cndif:q, 0'^tir';a(Co that a $1.00 
Q increase in ofd to education wi li load to au increase of sonc 

ERJ^C ^-^^ nourducational exr end i tu res . 



suburbs and the average incone of Ihr oersons who continue to 

live in central cities hos, in many places, begun to trail 

rather significantly Ihe average incomes of the persons living 
1 

in ttieir suburbs* 

There are, undoubtedly, a nun;i)er of forces that are 

working to produce these trends. They may simply reflect the 

fact that most cities' boundaries are no longer extended to 

Incorporate new developincnt • They may also reflect shifts in 

consumer preferences, the results of constantly increasing 

average real incomes or alterations in the underlying economics of 

a 1 terna t i vc met ropol i tan locations, all forces against which there 

2 

IS probably little justification for public sector intervention. 

But it is also |)0S5ible to argue that th.cse trends are, at 
least in part, the product of artificial incentives introduced 
into the metropolitan location decision process by current insti- 
tutions of local public finance. And, it is also quite possible 



1 

For one of the best cor ip i 1 at i ons of currentlv available data on 
center ci tysuburban dcmograptiic and fiscal positions, see Ad- 
visory Ccrriission on 1 nlergovcrnr^cnta i Relations, C i ty F inane ia 1 
Emerc^nc ici^^ The into rcfovernr '^jn la! J^i miens i ^in (Wasti i n'Uon : 
GPO,^ Vj/'^'. ' 

2 

For an analysis of t^ow present peculation location trends may, 
indeed, be nothinn v\orc than a continuation of past trends in 
city residrntial location, see [d./in S. Mills, ' b'rban f'ersity, 
Functions," yrha^i^ V. 7, No. 1 (Ftbru;,ry IS7P), pp. 5-20. 

For an analysis of h:./ urban qrcA th can led quite naturally to a 
disparity bctv;ecn th.o average income of central city residents 
and the average incr;^-c of residonts of the cujtlyinc; areas, see 
Ricfiard F« Muth, C i t i i s and Hous i nr; , (Chicar]'): Univer'sity of 
Chicago Press, 156!;). For an analysis of the impact of the 



that, rcgordless of tfieir cause, these trends arc themselves pro- 
ducing significant inequities in the distribution crxrig households 
living ot different locations within a given netropol! tan orea 
of the costs of local public services. 

Put rather briefly, the argument that ^ocal fiscal institutions 
are creating an artificia] incentive for suburbanization rests on 
the presumption that the taxes a household or business firm has to 
pay for a given set of public services are lov/er in the suburbs ttian 
In the central city. The usual argument postulates that much of 
the explanation for this discrepc^ncy in tax rates and burdens lies 
In the fact that central city residents ihjsI bear the extra costs 
of financing services to concentrations of poor persons and to 
suburban con^nuiters, costs v:hich households c*nd business need not 
help finat^xe if they only nove to the suburbs. Thus, the argu- 
ment goes, there is a tax differential that encourages intrarnetro- 
politan (nigration to the j'jburbs, and It arises only because 
suburbanites don't pay their fair share of tlie costs of city services, 

includir^g their fair share of llic cost of subj i 1 i i no those public 

1 

services delivered to the poor. 



recent "revolution" in urban trr:nspor ta L i on rrethods on rx' t ropol i tan 
business and residential locatier;, see Jo\)n ^'eyer, John Ka i n , and 
Martin \'ohl, '*'hc'_ Url "f ^'^^''^l- ' ^ J^^\ ^" ^'^ ^f''! i (Car.-br i dgn : Harvard 
University Press, i>6i?). 

1 

For a rxrc elegonl staterrcni of this p/=riicular ar^jur^ent-'-and of hov; 
the process poy ac^ujllv ferci upon i tsc i f --sc^e Willie-'^i J. Baiimol , 
"Urban Services: Intcracticsn of Public t:n:^ Pr'ivn i^fcisions," in 
flov/ard C. SchaUer (ed.), [ ^jnnr: I turc ^ec I r i r^^ tlxi^J^rbc^n 

CorT: '.in i I y (Bait inure: Johns iiur^kins Press. H'li) , p|>. )-l"c» iiiore 

have also been at least two utte-pts to irpirically Lc-^t the power 
of fiscal incentives such as those just discussed In exf^laining 
pp^P" populaticn roveiTonts svithln rxtroDOi i tan ar^.'os, v/itf^ e*;ch concluding 

blyv (subject to its own 1 ir: i tat ion^^) thcic the fiscal incrritive was. In 
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The argument that local fiscal institutions are creating 

inequities in the distribution of the costs and benefits of 

the local public services delivered in a n;etropol i ton area 

rests, essentially, on the san;c presumption of relatively 

higher central city taxes. In this case, however, attention Is 

focused on the inequity of the higher tax burden imposed on those 

v;hc\ for one reason or another, can not move out of the central 

city rather tnan on the inefficiency produced by the n^ovement to 

1 

the suburbs of tfiose v;ho can move. For If, as was postulated 
earlier, central city tax rates must rise relative to suburban tax 
rates, then houi:chold5 not able to leave the centra! city must pay 
nore for their public services than do other households alike in 
every respect except for their ability to take up suburban residence. 



fact, an iriiportant determ! nnnt of loc^-tion. Sec David Bradford 
and ll-jrry M, I'dejian, "An Lconometric j-'cciel of tf^e Fliuht to the 
Suburbs," Journo 1 of Pol i t r 1 f'concny , V, 8l , Mo. 3» (Hay/June 
1973), [>p. S(>(>-'^Cj ond J. uicliord Arorji^on and Ell Schv/art;!, 
"Financing Public Goods arid tl;c D I str i bfjt ion of Population in 
a System of Locol Governments," Na t i ona I Tax Journal , V. 26, 
No, 2 (,'une 1S73), PP. 137-160. 

1 

Althou^^h movinq costs may be a problcfn to some, in general, tliose 
households easily able to leave the central city but not doincj so 
in rc^i|:cnse to tlie postulated d i f ferr:r^t i al between central city 
and suburban tax rates canfiot be considered to be "victims" of the 
tax rate differential. Their problem is that tf)ey'vc lost some 
of their consumer surplus. 
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6 . Tv/o Object: i vc-s J* or the j^m 1 vs i s of Sclirol Pi nnn co Rc form 

To the extent thot one can shov; the presence of the fiscal 
incentives tind inequities postulated cjouve, one can, it seems to 
mc, make o good case for public policy intervention. Such Inter- 
vention would be dosicined to rcruove any artificial fncentive 
encouraging I n tranet ropol i ton migration present in current local 
fiscal arrongen^ents and to offset any current int rametropol i tan 
f I seal inccjui t ies . 

If one accepts the proposition that> whether they are intended 
or not, school finance reform is likely to have fiscal effects that 
are as larcje as^-or even larger than--any of its, eJucational effects, 
then school finance reforfi should be viewed as one such intervcni ion. 
By influencing the re I a t ionsfi i p between central city and suburban tax 
rates, It will affect the degree to which there is a fiscal incentive 
encouraging suburban i 2!at ion and the degree to v/hich central city and 
suburban residents stiare equitably !n the costs of local p:jbllc 
servfces . 

The viev/ing of school finarcc reforn^ as a prografo likely to 
affect che rate of suburbani 7at ion (or the fiscal consec|uences of 
suburbanization) allows us lo develop a set of criteria by which 
we can judfjc whether the ii'piict: of a given school finance refoi'm 
proposal is "favorable" or "unfavorable." Essentially, the pro- 
posal can be said to have a favorable ir()act: (1) if it appears 



that Its adoption will work to promote fiscal neutrality as between 
locntiiuj a business or residenco in the city and locating it in 
the suburbs, or (2) if it appears that its adoption will work to 
pron^otc a more (^qiiitcjble distribution of the costs of local public 
services as between those households living in tlic city and those 
I i vine] in its suburbs. The proposal con be said to have an 
"unfavorable^' impact if it appears that its adoption would detract 
from fiscal neutrality or promote inequity. 

Cj A fiaj y t i c S t V 

The analysis that is reported on in this paper was carried out 

In a rather straightforward f]unr;cr» The necessary data were 

gathered on the central cities and suburbs of the tv,'Gnty-four 

largest nctropolitan are-is for which all of tbe requisite data were 
1 

available. Then, using procedures to be discussed below, tv:o 
indices of fiscal ir:pact were ccr;puted, one appliceble to the 
question of whether or not tl^cre was fiscal neutrality and the other 
applicc'ble eith'^jr to tlio ncutraTtty question or to the equity 
quest ion . 

Vihat remained, then, was to establish wbat the world looked 
like according to each indici.tor at tiire for v.hich the data 

Where sorne of the ^.uhurbs of a central city arc located in a 
different state, tbesc suburban areas v.i'.rc excluocd from tlie 
analysis. This wis to Insure tfiat dirferrnces arising from 
differences in th-j division of rcspons 1 1) i U t i es between the 
state and local levels o^ 90\ernmcnts do nr>t creep Into the 
ana lys i s . 



oppticci c*UHf to siniuloto severol voriant plans for refornilng state 
aid to see what their impact miglit have been according to each of 
the Indicators. The data apply to Fiscal Year 196? , which, 
unfortmu'itely , is the iTiost recent year for which all jf the necessary 
data Is ava liable, 

Althcugli rather st raightforv/drd at an abstract level, the 
task of actually developing an operational indicator of either 
fiscal neutrality or eqinty is a rather difficult empirical under- 
tak i ng , 

Uhat one v;ould like to be able to construct for a study of the 
neutrality question is a set of rndjcators applicable to the 
various groups of location dec i s ion-n-akers v;li!ch v;F 11 show whether 
the package of public service costs and benefits associated with 
locating in the central city is nore or less attractive than is that 
associated with locating in a cor.^peting suburban jurisdiction, 
ficutrality could then be establtsficd when the indicators showed the 
two packages to be roughly conporabl e . 

Several rather fundamental problcr;^s almost alv/ays prevent one, 
however, from actually being able to construct such indicators. 
Chief a:<'ong these is the almost intractable problem of hov/ one 
actually could go about Treasuring the quality of (to say nothing 
of estlrating tlie value of) nvany publicly supplied services. V^'hat 
one frequently is left with, then — and wliat this study wi 11 focus 



on--is a co(r\parl son of cstfnates of only the public service costs 

1 

associated with locating in any one particular jurisdiction* 

For purposes of analyzing the extent to v/hrch fiscal systenis 
are not neutral, and therefore offer an incentive for locational 
shifts, 1 have selected tv/o separate indicators* One ;s intended 
to show the direction of any fiscal incentives for business loca- 
tional shifts and the otficr Is intcndrd to show the direction of 
any incentives for resident ia! locational shifts- 

The indicator for businesses is sir:ply Lhe estimated total 
effective property tax rate (i.e,, all property taxes collected 
in the jurisdiction exprcssfd rjs a percentar^e of tlic estimated total 
market value of taxable prop?rty located there). If the estiiiated 
total effective rote is hiehcr in the cer^lral city, tliar; is the 

When one dra\;s conc!u^ior»s about th.o rel^^.tive fiscal attractiveness 
of a given jurisdiction by c^xrjn'ininn only the cost sic'c of tlie pub- 
lic service f^'clagc, one is rv-iking the ir^^plicit assu;:ption tliat the 
benefits to be o!:)tained are equal in each place, Suci^. an c>ssur:ption 
is probably untenable in ca*;os whoro-C'ito is comparing urban areas to 
rural areas or url}an areas in one slate or r'^qion to those in anotlier. 
The ignoring of benefits i::ay not, liowever, be quite as blalent a 
shortconfnq in cases whiere one is cr^r, paring a r^njor city to its ov;n 
suburl^s. At least in this cose, traditions about v;hat role the 
local public sector should a^:sune v/iH be cc'^^i^on to botfi Juris- 
dictions as v/ilt the divisions of ru ^ i ons i b i 1 i I y between state 
and local lc\xls of govcri-rciit . Moreover, altl^OLicdi cur ccnven^ 
tiona! assur^ption has been tiv::t Icc-jl sclicols i rr middle or upper 
middle class subur h-an no i nf;!-Cir hoods are of a h i nl lo r qua 1 i t y t ban are 
local schools in similar central city areas, this advantage to 
suburban 1 ivifu] r oy we 1 1 be offsc^t by tl:e avai lolii 1 i ty of a greater 
scope (or quality) of seme services such as police, fire, public 
ambulance, garbage collectIc;n, etc. in tf^e central city. 



average effective! toLal suburban rate, tfus is then token as an 



indicollori of a fioccd iiicer^tive for many bur. i nessiTioii lo locate 

ncv/ facilities in the suburbs roli^.cr than in the ccfitral city. 

If the effective total central city rate is Icv/er than the effective 

total suburban rate, lliat will bo taken os evidence of a fiscal 

incentive for businessnien to locate new facilities in the central 
1 

city. 

The i nd i cator for res i der.t i a 1 locat ion i ncent i ves i s a 
relat ively crude e s t n te of tliG actual burden on tliose households 
living if) either the central city or its subui-bs of tliose taxes 
i^!]P-12. b'trden can bo cxo octed lo vary as a reGiH t of a^i i nt ramet ro- 
pol itan rovo. I call the indicator ^'variable tax burden'^ to denote 
the fact that It doc^s not altcript to ncasure the burden of all taxes 
paid by residents of citfier loc^lo, but only those taxes whose burden 
might vary dependiuvj on i ntrarrct ropol i tan location. 



\ 

The ir;:plicit assu^pt(o^s involved in using this indicator include 
tf)C assunption tlvu the local property tax represents the only (or 
at Iras I the very prodrrri nanl) source of differential tax burdens 
encountcre'l by a business in chanqing fron central city to suburban 
location. They cJro include t!io assunption tliat the cost of con- 
struct ino a given nrw facility, eAclusix'c of the cost of acquiring 
and clc:aring the sJle is roi:-]i^. ly the sa'^e in the tv;o ccripetine 
locatioi^Sr If tf)is is the case, then d i f f '.rei^ces in the effective 
tax role levied the differmt: sites l:e the only source of 

a difference in tfc portion of the propi^rty tax bill tfiat is 
attr ibuteble to t(tc ownership' of {he facility itself. There r;iay 
well also be differences beLvrven a centra! city and '^^utMfrban loca- 
tion in lf:e site Vrilu^^ of th" iond upon vdMcf^ the f.icility stands, 
and tl)eiofore> in the tr^tal clollor voIut - of property taxes rer.iitted 
annually at a givt-n property tax rate. Put any sucli t! i f f e ren t i a 1 in 
tfie dollar votun^e C)f taxes levi<:d on the voIul^ of the uriinproved 
land will presurat^ly b'l cap i tc: 1 i I'cd Into tfu; value of the land at 
the tire of its acquis It ion » and will, therefore, not affect a 
business ' s locat iofi dec i s ion , 



The indicator wos constructed by summing for each jurisdiction 

estimates of the follovung mngnitudosr (1) Property toxes collected 

from residential property locatud within the jurisdiction; (2) That 

portion of any local sales or income tax levied by the jurisdiction 

v/hich v/as collected froni the residents of the jurisdiction; (3) That 

portion of any local soles or incor.e tax levied by another metropolitan 

jurisdiction that wa:. collected from the residents of iho jurisdiction 

1 

in question; and (^) All other taxes collected by the jurisdiction* 
This sum, the estinintc of the total amount of taxes levied by metro- 
politan jurisdictions v^liich would be borne differentially by house^ 
holds depending on v.hich jurisdiction thoy resided in, was divided 



1 

This sun^ differs frcvi total taxes collected in Just tv;o ways. First, 
the portion of property taxes co! 1 cctcd froin nonresidential property 
has been excluded entirely from i[^is portiorj of the analysis. Second, 
those Iccal sales anri income ta>;es which, according to the estin^ating 
proccdute, were not actually paid by residents of the particular juris- 
diction were excluc'ed fi-c;" the total, \;hGroas tfiose local sains and 
income taxes whicti, accor^. to the estimating procedure, were paid 
by rcsicients to jurisdictions othier than the one in CjUestion were 
Included. A more fJetoiled discussion of t i rv") 1 1 ng procedures niny be 
found in the Appendix. The property taxes collected from nonresiden* 
tial property were irinored in corputing the index of c( i f f crcn t i a 1 
burden on the assurption that the burden of tfiese taxes would be dis- 
tributed around the nation, state or metropolitan area larcely without 
regard to whether or not the houscfiold ultinntely bearing ttie burden 
of the tax resided in t!^e same jurisdiction as had collected the tax. 
To the extent such taxes are shifted bacl^wards on to profits, they 
will not affect anyone's residential locution decision; they will af- 
fect in\estment cfucisions, a matter covered by the fi'ist indicator. 
Business property taxes can prodi;ce a differentially tiieher tax 
burden on those residents of i\)e Jurisdiction levying theni only to the 
the extent that the firms beir^j toxed: (1) Sell their goods primarily 
to residents of tlv.^ same jurisdiction in v.hich each of their facilities 
is located; (2) Sell in a marI:<U wlierc convenience of location is so 
important that a firm located in one jurisdiction can charge a different 



1^ 



by ciD estimate of the 1967 total pcrsofuil inconc of r'csidents of the 
particular jur i 'ul i ct 1 cn to produce the nieosurc of variable burden. 
If iho indicator' is higluM* in the centra! city thvin in itb suburbs, 
this thin l:e taken evidence of an incentive for h.ouseholds 

to leave the central city and rclocvite \\) the suburbs. If the indi- 
cator is higher for the suburbs than for the ccMUral city, this will 
then I/O taken as evidence of an incentive to leave t!ie suburbs and 
irovo to thiC central city. 

The "variable burden" indicator is the indiccitor v-;hich v.'ill be 
used for tv/o purposes. It is, after all, nothing nvjre than an 
estimate of tiov/ personal ta>: burdens arising from a given set of 
taxes vary between city arid suburb. Thus, v;hile it will be used as 
an indicator of tfv^ direction and n'ngnltude of any fiscal incentive 
for residential locational shifts, il v;il) also be used as a n^easure 
of v.'hcther, for those househcjlds vdio find that they cannot change 
residential locations, local fiscal arrangerrents are resulting in 

the ir^position of an inequitable distribution of the local tax 
1 

bu rden . 



price than is cfiarncd by a co-;potino firm tocatd Ir^ a neighboring 
Jur i sd i c t ion ; and/or (?) l';i;:re the virnu if a chain operating 
throughout the r'otropol I t."n oj'ea, acioot^ a policy of charging 
different prices in divfi.rcnt retrcp:>l iton locations. 

1 

/^ctuaUy, the Indicator is prol;ab!y better suited for the cciuity 
cjuestion th<'!n for the loc ; ionr,"! (efficiency) nu'.^stion. Th,'^ use 
of thL* ccnparison of coriirc!) city to :-u;}urban luirdtM^s as a loca- 
t i on a 1 i nd i C;U or ! I i c i t 1 y a s sur ■ t h.a t a house [^o Id that rl>vU ges 
loct^tion will, at tfie tii','': of *.he irovv , stop hidiavituj like ti^e 
"avf:r,';'ge" housci-old at t !va old location and start bfdiaving like the 
"average" liousrd^old at the nev/ location, an unlikely eventuality. 
V/hen {jsed as an rquitv ir'-jcator, tfK>uqf^» it v'cn*\y assun^es that 
what is ifiipori.iMt is ttu; ljurden on tlie ' averaue" iic^usefiold i u each 
O class (in this case, location), o ratfier standard public finance 

ERIC assu'ppt I on , 
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Tables 1 <ind 2 contain estimates of the actual effective 

property tax rotes and "vdriablc'' personal tax burJens prevailing 

in fiscal ^967 in tiie central cities atui suburbs of the 2h metro- 

1 

poll ton areas contained in the sample, Education tax rates and 

"variable'^ burdens arc shov;n separately f rem noneducational tax 

rotes arid burdens, and estimates arc presented for each of the 

2 

central cities and suburban areas contained in the sample. 

Tiiere arc, I tliink, three inpo'tant insight^ to be gained 
froiu the data contained in Tables 1 and 

First, these data reveal that» taken as a group> large cetitral 
cities did appeal' to be at a slight fiscal disadvantage vis a vis 
their suburbs, but the si?:e of that d i sadvafi tage does not appear 



\ 

In each case tf^^ taxes levind by all ovcrlyino county and special 
district governments liave been divided hctvK^en the city and its 
suburbs so that tlic estimates shov/n rcprrsont estirrates of all 
local taxes paid by resiiients of (or buiiificss located in) each 
place, regardless of the actv^al type of local governiTicnt to v^hich 
they v/erc paid. V.'h.erc school district lines do not coincide v/ith 
the ccntr'al city's boundaries, the school district taxes v/ere 
adjusted to the level they v;r>'jld have hccn had tiio boundaries been 
the sa: e. More detailed cl-m^^c r i p t i ons of all of these ad justm.c^nts 
can be found in the Appendix. 

2 

Altf:cugh I havn displayed the results of this analysis for each 
of tliO central cities and its suburbs contained in the sample, I 
have cone so not '.ilhout sc ' n m i stj s v i 1 c^s . All of these estimates 
are b:ised on pub m shed, n^lionallv co 'suable data, and as a con^ 
sequence, some or th^- estii atcc! mannlluries tfiat unc'r rlie this 
ana I ys i s ^ -espec i a M y those of the r-arkrU value of laxable property 
and of tiie extefit of tax sh i f t i n^j--are fairly crude. V/hilc I 
believe then* to rem'esent tlie best estimates that it is possible to 
rnako in a consistent lunnncr across a v/id^:^ ranqe of cities, and vvhMe 
I believe them to yivc a f <)! r I y accurate representation of the 



city 



TABLE 1 - EslirKilod Actunl effective Property Tox Rates, 
Selected La^<jo Cities and Their Suburb:., Fiscal I967 

(Percent) 

Educ^U ion Non-Educal ion 



16 



Kan , 
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Akron 
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Dayton 
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FOOTtlOTtS 

1 

Central City 

2 

Average rate In suburban counties 

3 

Offferenco (Central City less Suburbs). May not reflect drfferences 
In numbers shown due tc rounding. 

k ^ 

SifTiple overage of the number of Independent observations In each class. 

Procedures for ccniputing the figures 5n this table are explained In 
Append ix 1 . 
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TABLE 2 - Esliinalcd Actual Varioblc Burden of Personal 
ToxoSr Selected Large Cities and Their Suburbs, Elscol 1967 

(Percent) 



City Ecfucotion Kon-Educat ion Tota 1 
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FOOTNOTES 

^Central City 

^Average fate in suburban counties 

^Difference (Central City less Suburbs). May not reflect differences 
fn nurr.bers '.ficv,n due to rounding. 

^^Sir^ple average of the nuiTber of independent observations In each class. 

Procedures for corputing the figures In this toble ore explained in 
Append i X L 



to have been nearly os greol os some of ttio literuturo on our 

1 

"dynig^^ central cUics niighl hnvc lead one to suppose. 

According to the data !n Tuble 1, the averac/e effective total 
property tax rate in the 29 central cities v/as 1.7?. percent, v^hile 
the average effective total p*' :^crty tax rate in the 2h suburban 
areas was 1.62 percent. The difference was 0.1 percentage points, 
enough to have caused your tax bill to rise by $1 for each $1000 
in the market value of the property you owned, or e lough to have 
caused your total property tax bill to be some six percent higher 
if you were located in the "average" central city rather than in 
the "average^' suburb. Although a differential of this magnitude 
may w^el! fiavc affected the location decisions of soi^sc business 
firms, it Is hard to believe that such a differential could be 
called a major fcxtor in causing past business activity locational 
shi f ts . 



of tfio situation in general, I do not believe that they necessarily 
represent tlie rnst accurate possible estimate of i he situation in 
any one particular (metropolitan area. 

1 

Although it's slightly off the topic, the data also reveal a fairly 
universally suierior ability on the part of n;ost central cities to 
export their local tax burvicns. The evidence suggests that per 
capita total ccntial city tax collections ore airost aiv/ays higher 
than are per cnpila total juiburban tax collections. (See, for 
instance, ACIR, 5_JV-.,5LLL' ^ • est Ij'io'lCs presented here, h.owcver, 

do not show sucf^' a slgnificr:nt and cor^sistent tendency for central 
city tax rates to excoe<l sul;urban tax rates or for tax burcJcns on 
central city resi^H'nts to exceed thor.(> on suburl^an residents. 
Af.parefU 1 y the oyf)lanation lies in the ability of rnany central 
cities to export enough of their taK burden to ofTset the inpact of 
their higher p-r capita total tax cci led ions. There are at least 
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The estimates of variable personal tox burdens that ore con- 
tained in Table 7. reveal a if-iilar pattern. Over the on tire Sfjnir^le» 
the averaqe variable burden anHOUfUed to 3.^3 percent of 1 nccn^c in 
centrol cities and 3.23 percent of incone in suburbs. Translated 
Into dollar taxes, this neans that for a fanily havfng a total 
(ncor<:e at three tines the avcTayc per c:^pita centrol city level, 
some $9,SS7, the total *^savincj" !n taxes that would have been 
associated rich (rcvinq to the suburbs ould have been just under 
$20 per year. 

The fact t!iat estlnatcs of average central cJty and suburban 
tax rates and tax burdens mciy not indicate the presence of a con-- 
oistcnt and slcnificont fiscal incentive for suburbanization through- 
out the entire sc^rr{;Ie can not, however, be taken a^; evfc'ence that 
such an incent i ve was not present to a sirnificant degree !n certain 
large r.etro,:ol i tan areas. For a second ipj^ortant insicjht to be gained 
frcTi the data In Tables 1 and 2 is that there appeared to be a great 
deal of variation fro.< place to place in th^i degree and direction of 
Int rare tropo] i tan f i sea I )cca 1 1 ona ! fncent i ves . 



tv/o other places u'nero onr; can find rc^,uUr. that are consistent with 
those presented here, The AC Ml reports thai Vv'hen coi:parinci rr^ccasurc 
of '^tax effort'*' ^a sirwJar t/v:'unh not identical covce^l to the ones 
used fioi-c--ihi;y fm irJ eicfit central cities that were making a greater 
effort, Six tl'iat \.'ere rakir.r a lesser effort > and cfv: tie. Sec 
Advisory CorrM'>'MGr. on I nterrcvernnent n t RelatioriS, i*cv:^^ur i nn the. 
nsc-^J C^^racjj^v : r Effort ct Stale 'mc' local Are::s, (v/asiii mi ton : 
GPu, i;';/'!/, 7c,e/'; ^ p. in j r*ecer?t r^iucy c;i Baltirrorc City's 

fiscal situation, it was crtifMted that a)tliouoh the city^s effec- 
tive property rate w^as rcuchly th:^ sr.; e as v/ao the total burden 
of local taxes borne by rcsicients of its suburbs, See V/fllian H. 
('aktand, "Usinq t^le Property Tax to Pay for City Covernnent: A 
Cas<^ SliKiy of ralti^ore," in Cocrgc r<.>terrion (ed»), Prcp^^'ty 'fax 
RefoiiTt (Ivusf^inslo?;: The Url^in Institute, 1373) i P|j ."l ^1 - I T^i . 



Of the total of 29 centrol cities continued In the somp!e, 
there v/ere 16 in v.hicti the es t Irnotcd cenlrol city effective property 
tax rote exceeded tl^e est inhaled suburban effective property tax 
rate. Tlie rargin by which it did--and therefore the strength of the 
incentive it provided for suburban i zo t ^on-^ranged fron almost nothing 
In Chicago and Cleveland to son^cthing over 0.5 percentage points in 
tiev; Orleans and Gary and even more in PhHodelphia and Hammond* 

For the purposes of this discussion, I have arbitrarily con- 
cluded that a difference of 0.30 percentage points between central 
city and suburban property tax rates should be considered to be a 
*'signif leant" difference^ one worth worrying about* According to 
this standard, this sample contained six central cities with 
significantly higher property tax rates. In addition to the four 
menticricd above, Cincinnati and Sacramento t[ua!ifiod under this 
definition. 

At the same time though, of the total of 29 central cities 
contined in the sample, there were 13 with lower ef feet i vc total 
property tax rates than those prevailing in their suburbs, a numjber 
only three less than tlia number finding themselves in the opposite 
position. In these 13 cities, my indicator of the fiscal incen- 
tives for business locational decisions seemed to indicate an 
incentive a ga i ns I suburban location and i n f ovor of central city 
locaticru Furthermore, there appeared to be at least four cases, 
Hinnca[;Dl is, St, Paul, San Francisco (but not Oakland) and Kansas 



City, Missouri, in whicli cfic nicfiL luive concluded that there was a 
"significant" inccntivo onairist suburbanization, for in each of 
these metropolitan arecs the effective subur'ban property tax 
appeared to exceed the effect ivci central city tax rate by more than 
0.3 percentane points. 

An exarninatlon of the city l^y city estiratos of variable personal 
tax burdens^ riy indicator for eitfier residential locatlonal incentive 
(ior those people v;ho con move) or i ntranieti'opol i tan tax equity (for 
tliose v;ho can liot novc), reveals a similar variation in degree and 
d J rcct ion . 

As v;as the case with the property tax rate comparison, tlie com- 
parison of variable personal tax burdens shew that tfierc v;cre 16 
central cities in which the C5tir'::ted centr.il city burden appeared 
to be greater than tf:e cstii;;ated suburban bi;rden and 13 central 
cities v;hore it appeared to be lower. Usiriq an utterly arbitrary 
definition of C.75 percentage points or greater as the difference 
that is "significant'' on this indicator, v;e find that four centra^ 
cities, Philadelphia, St. Louis, Dayton, and Nev/ Orlearis had 
significant incentives for residential suburbanization. At tf^e 
sar;e tifi;e, hcw'cver, we also find three suburf^an areas, those of 
Cleveland, Los Angeles, and of I' i nncapol i s- St . Paul (at least vis 
a vis Hinneapolis) that generated a significant incentive against 
res i dent i a 1 suburban i zat ion . 



The fiscnl abjective enunciated earlier in this poper was one 
of I nlrcimctropol i tan Iccuional neutrality. Cased on these estimates, 
v;e may appnrenlly conclude that in v.on:e n^et ropol i tan areas the 
prorotion of c>uch neutrolity would fuivc required a policy that rather 
drar'at ically iniproved the fiscol position of the city relative to 
that of Its suburbs. But these data also sho\'/ that there were 
otiicr metropolitan areas where promotion of fiscal neutrality 
ai^peared to require a policy designed to iniprove the fiscal position 
of the suburbs relative to that of the city. And there appeared 
to be still a third set of metropolitan areas whc:re, fo^ all intents 
and purposes, neutrality already existed*, so that the need v/as 
not for policies to ir.provc the position of one portion of the 
metropolitan area relative^ to that of anottier , but rather it is for 
policies that-^in addition to whatever else tlicy d id--preserved 
the substantial neutrality of the prevailing fiscal arrangements. 

The third insight wliich I think can be gained from an exarnina- 
tion of the data in Tables 1 and 2 relates to the relationship between 
city and suburb in the relative burden of financing educational and 
ncncducat ional expenditures. As one looks down the colurnns in these 
two tables, one finds tfu't in alf:*ost every rr:e t ropo I i tan area the 
estimate of the noneducal Ional tax rate and tax burden was higher 
in the central city than in the suburbs while tfio estimate of the 



educational tax rate and tax burden was almost alv;ays higher in the 
suburbs. It is apparently this phenomenon*--and the bjsic causal 
factors that underlie it--whlcli provides o good part of the explona*- 
tlon for why the est inmates of the differential between central 
cities and suburbafi total tax rates and lota) varicble lax burdens 
did not appear to be nearly as cjrcat as one might hove ir<agined. 

Basically, wluit appears to have happened in most nctropol i tan 
areas is tliat populations have sorted thcnisolves out between central 
city and suburb so as to inipor'.c r^ot one, but tv;o kinds of unusually 
heavy local fiscal burdens. As has beeri hypothes i '/ied . central 
cities do apparently have consistently crenter noncducot i ona 1 tax 
burdens, arising, no doubt, at least in pare from tfie presence of 
an unusunlly largo nunber of the netropoliton poor and from the 
need to provide soi'viccs to suburbar^ corr:u!ters. But apparently 
the suburbs have their own unique fiscal problem: unusuolly 
high coix.cntrat ions of school age children. 

Although there is a fair oirount of variation witl/in the 
sample, the averages across Ihe cities and suburbs contained In 
the sample vn 1 1 serve to dcn'onstratc the essential suburban prcblen. 
In fiscal 1:^67, the suburban portions of these twentyfour metro- 
(jolitan areas avernned 27 public school pupils for each 100 
residents, while tlie central city portions averaged only 20. The 
comparable state \.'ide average for 'J^c n^etropolitan areas coiUoined 
in this sample v;as ?J\ public school pupils for each 500 residents. 



Because of tfic relot i vc ! V liigh coricentrat ion of public school 

pupils in the suburbs, the effort reqiiir'Hl to rcilse a given level 

of locc'il rovciuie poj-_eu2>i [_ Wl'js a qood cle^il qrealcr i("i the suburbs 

' 1 

than it was in the centrc'il cities. And as o result of this, 
suburl>nn ccJucalional tax rotes onJ t<)x burdens hcui to r?se above 
cofiparablo central city educational tax rates and tax burdens, o 
rise that appeared to of f set-- i n sonc cases on 1 y pa r 1 1 a 1 1 y but in 
other cases con plctcly-^tl^e higher noneducat ional tax rates and tax 
burtlons found in central cities. 

\/hat we appear to find, tiien, \/hen vve look at tax rates and 
tax burdens divided acco'ding to whellier they arise from the 
financing of educational expenditures or from t()C financing of nor^- 
educational expenditures is tfuit present metropolitan fiscal 
arrangements seem to introduce sonc degree of natural balance into 
rnetropclUan government finance: they result in an unusually high 
central city bui'den arising from the fiscal problems associated 
v/ith finaaciru] noneducat i ona 1 expenditures and an offsetting un- 
usually high suburban burden arising f roni the fiscal problems 
associated v;ith financing educational expenditures, They do not, 
hov;over, necessarily prodix? a perfect balance, for apparently the 
suburban offset is too grfuU in sone r^et ropol i tan areas but not 
great enough in others. 

Indeed, in tiiis sar-'plc of 2h metrooolitan areas, significantly 
higher suburban (education '^va r i ab I e' tox btjrdefvs (1.67 pe rcen t of 
ineo?-e in the suburbs as ccrpared to 1.19 percent of incor;e fn the 
central cities) v.ere actually associated v/ith significantly 
lov/.-^r suburlvn p^'f pup! ! ed'.-cat icna 1 tax revenue^: f$208 [>c\' f^upi] 
In the suburbs as conpared to $371 per pupil in the central cities) 



As v;as noted earlier, state oici lo education represents one 
inf)Cjrtant policy tool fo^* affectinc; liie dcgreo ond dirccticMi of 
intrnrK'tropolI tvin fiscal locational inccr,t!ves. The same is 
obviuubly also true for sL.itc aid fc>r noneducat i otia 1 purposes. 

State aid is typically passed oni by functional area and 
v/ithin each fufvrtlonal area Is typically divided arong localities 
according to scc-e measure of need. The aygref^ate inpact of all 
state aid on relative tax rates and tax burdens depends on 
e5Sc:ntiolly t\/o different kinds of con'^ I derat i ons . The first of 
th<::sc ?s the cjeoqraphic distribution of tlie af;) that is provided 
under a given progran, Ti^e second of lljcse Is tlie relative 
ni'ijgnitude of eacii of the different aid prcjran^s. 

In the last analysis, the question of hov/ a [)artlcular state 
aid program if poets on the tax rates and burdens in a particular 
city is an enpirica) question. It should be possible, I^owever, to 
make certain generalisations about fiov/ prograrrs of aid for various 
purposes are lil.ely to ir'pact various types of conruin i t ics . 

State aid given for one particular local governncntal function 
is Mkely to hr^lp nost tfiose Jurisdictions experiencing the greatest 
relative "nced"'--or, if you like, tlie greatest relative denand-- 
for those particular services, State aid for local welfare and wel- 
fare-related activities is r:ost likeiy noing to liclp large cities fi\r 
nv:)re than it lielps their suburbs, for it is the large cities v/hcre 
ttu' concentrations of the v;elfare populations live. On the other 



28 

hand, as we hove nlrcac'y seen^ the places v.hr.ro concentrations of 

local school jX)pu!atIon ore founJ !s quite clearly not in large 

cities; it is usually in tlieir r-ubiirbs. For this rodr^o:), slciic 

oic! for education is r;OSt likely fjoing to lielp the suburl^s more 

than it docs the central cities. 

To thic extent thnt these r-encra 1 i ;!at ions hold, tfien, v/c ougfit 

to be ablt^ to draw certain conclusiofis about the likely in:pact of 

state aid o\) metropolitan fiscal balance. Basically, v/e should 

expect that Increcr'pes in state aid to education v.'ill, in most 

places, be pro-suburban. They vylll serve to improve the fiscal 

position of iiost suburban areas relative to ti^eir central cities by 

relieving one of tiTe fevy local fiscal burdens that most suburbs 

appear to bear relatively nore fieavHy than do nost central cities. 

On the other hand, cfopcnding In part upon the particular noncduca 1 1 ona 1 

functions being aided, we should expect that increases in noneducat iona I 

aid will be pro-central city. These aid increases will serve to 

I'clicvc tlie type of local fiscal burden tluit most central cities 

cippear to bear relati\'ely n^oro heavily than do most suburbs. 

Several recent studies of ttie likely impact of scliool finance 

1 

reform cn larqe cities tend to support the observation. Basically, 

See, for instance, Joel S. Berkc <)tul John J, Calahan, "Serano vs. 
Priest: f'.ilestcne or f*ilest{4u? for Schco] Finance Ileform?" Journal 
of Public baw. V. b'o. 1, 1072, pp. P.3"69; Betsy Levin, Pub^Hc 

School r i n.^nc£;,^_ Pr • 'jMt D i s r : r i r i r ^ ond Fiscal A 1 t'^ rr^a t i v^-* s , ' 
y2.'-:^jU'A J L> -opcrc Prepared for Prr-; i '"rnt ' s Coi:Mnission on 

School Finance, January 1972; betsy Levin, et. aK, Payinq for 



they show r. if r^r clearly thnt tlio current ly po[)ulor programs of 
reforn result in sfilfllrnj roney av;oy from n^osL central cities, 
Incrtasinc] tficlr tox r-itLi; (.irul/or Kr./erincj tlicMr educotion-- 
expond 1 1 urc: levels) vis a vis tax roles (and expenditure levels) in 
their suburbs. It is possible to sliow that itus is also the impact 
of current state: odnco l i cn aid rirfrjrioenents , 

One w.^y to evaluriic tlie inprict that current state old arrange- 
r-befits fiave en r^.^ I ropo I i tof^ fiscal botoncc i:> to examine ijO'./ the 
withdrav/cH of that aid could have been expected to affect 
relritivc tax rales and tax burdens. The data shov;n in Table 3 
rejjrcsent c ne such otaf--pt, and serve to illustrate hov; tfie 
Inp^icl of -afd for noncJuca t ! ona 1 purposes tends to dfffer from 
tfiC impact of aid for edi;-: a t i ona 1 purposes. 

For purposes of this exercise, I assumed that all state aid 

received In fiscal 1^C7 by the central city find suburbs contained 
ipi ny sarpic was withdrawn. I huthcr ossumcd ihai in reaction to 
this withdrawal oT state aid, cacli jurisdiction increased its 
property tax collections by an arrount equal to 6ii percent of the 
lost aid. (Ti^e otiicr 35 percent was assunxd to have i)een absorbed 
Ihrougli Ic/'^^rL-d expc ' i turas . ) (ri Table 3, I present the Irr.pact 
on the '\avcrac]e'' central city and tfie "averafje" suburb contoined 
in the sar:plc. 

fHiI)ljjc^ Sclools: I ssu> \^ C'f Sr.rC'O 1 fif'^JjCr;^ In, C a J ij" or^n i a , (V/ashinqton 

Ylie Urban rm'titTite, i ; and doi-.ri'j. Call ah a, V/illiar,' M. 

Wi 1 ken , and f1. T racy S i 1 b-arm^an , Drban Jchool s^ "*J2:^^-il:'y-'L ' 'VIDJ^ 

(Reform: f*ro-;!se and P»:a] ily, {\/as:M ngton > I he Urban Coalition, 
v; r- rv^ ■ - 
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The i\c\ir\ in Tcible 3 r.eem to indicate tfunt, on the v;hole, state 



nid for noncclucot 1 ona 1 [)iirposcs HckI o slightly pro-centrnl city 
1 

impact. *t!us Ccjn be seon by noliruj that huid stole old for non- 

ediicotional pm^poses been withdrnwi! in the vMy as^iuaiod here, the 

overage central city pro[>orly tox rate and variable tax burden 

v/ould apparently hove risen by r.ore than the average suburban 

tax rate and burden vvoulci have risen. Thus, the presence of state 

aid for nonrfduca t lora 1 piirposes see^^od to serve to reduce centra) 

city tax rates and burt?ens by sligluly rore than it reduced suburban 

tox rates aiid burdens^ inproving slightly tl^e competitive position 

2 

of the "average'' ccfitral city, 

On the ot!ier hrnd , state aid for local 'dLicational purposes 
sccrcd to Irave a fairly significant pro-sub-- I'ban inpact. The 
estiF.iates show that tlic af^parent irpact of such aid v/as to reduce 

There were five (of t'.;enty-nirie) central cities v/here a v/ithdrawal 
of such aid cau^- ' i srv-Jler property tax rate increase th.an v;as 
sir..ul taneously occurrir-q in their suburbs and nine where it caused 
a smaller ificrease in variable tax burden. 

2 

The fact tliat state norscduca t i ona 1 aid die! nc)t have a riore prO" 
centra! city inpact th-an it appeared to f^ave can probalily be traced 
to the fact tfiat state-; have traditionally chrcsen to fK)t air! many of 
tliOSe functlofis upc-n v;nicii cerU!"al cities fi:,d they rvjui r^akc tfjeir 
grcc>tcst relative exr fM:d i turos--no) i ce , fire, hospitals arid tiie like. 
Instead, after assistance for cas^. v;- I f ar(^ cxr.end i tures , tlie non- 
educational functional .irca roceivir.r; the arbalest amount of state 
aid is higlr./ays, an area in v;hicl^ t!:e greatest relative needs are in 
rural atid suburl>an areas. 

3 

There were six (of t va n ty-n i nc ) cer tral cities where a withdrawal of 
sucf^ aid caused a larger property rate increase tfion was simultaneous 
occurring In their suburbs and two where i t caused a larger increase i 
variable tax turden. 



the avcrf-Hjc suburbofi property lax r.itc by C?; percent narc than 
it rodijcci! iJic avcM\iqo control city tax rate and to redder; the 
overage ^>Ljhurbnn variable tax burdcfi })y sofiu^ 80 neixcnt i^ore than 
tfic recfuction in the averacje central city burden. flaif there been 
no state aid to education, tficse c-st frigates ^>uqc]est tliat both the 
average suburbaii prop^^rty tax rate and the average suburban 
variable personal tax burden wot;ld fiave risen to exceed the 
comparable: central city value, 

On balance, tiie irrpact of state aid on tliis sarr.ple of central 
cities atu! suburbs appears to be pro-subu rbnn . That appears to have 
been the result of at least tv/o different forces. First, the 
dcfirce to \.hicfi educatioYia! aid L-as pro-suburban exceeded the 
dcv^^rec to v.hich nonoduca 1 1 cna ! aid v/as pr{.)-cen t ro ) city, pr^cventing, 
therefore^, iho ir,^pdct of ibe latter f rom of f set t i ng the impact of 
the fo rn-?r. Secondly, the arrount of aid to education exceeded the 
amount of aid for norK'ducat iona 1 purposes, allov/ing the effect of 
the educational aid to doi^nato the effect of the noneducat i ona 1 aid. 

One notes from the last column of numbers in Table 3 that 
v/ithout any state aid for any [purpose, tfiere v/ould have apparently 
been alr^ost perfect balance bctv^ccri the '\iverage" central city and 
the ''over-:iue" suburl) ccntalned in tfiis sample. There would have 
been, on averaec, no artificial fiscal incerUive encouraging busi- 
nesses to locate in one portiori of the metropolitan area or another, 
and, for all intents and purposes, there v;ould have been neither a 
fiscal i ncen t i ve for residential movemcn t s Into or ou I of the ccn t ra 1 



city nor owy evidence of Inequality in the distribution of the* 
costs of rictropolitan public services. 

To a cerlnin extent, the introduction of stote aid sccjred to 
upset this !)olonce. It was, on tiic \';liolc, detrimental to the 
t"ichicv«^-nien t of the objectives set out eorlier !n tl^is paper. 

That state n!d had this Inipact docs not, hov;ever, reon that the 
only way to pror-ote t(v:' clesired rr;etropol i tan fiscal balance was to 
abolish all sucn aid. State aid for any purpose, including state 
aid for cducotion, prcsiir.nbly serves purposes other than the pro- 
notion of net ropol i t an fiscal balairce. To discard it in the 
interests of preservino fiscal balance would [;e as unv^iso a policy 
as \-.'ould bo the policy of discardiricj fiscal balance in or*der that 
state aid for ecfucation nuqht serve its other purposes. Moreover, 
the discarding of state aid, especially state aid for education, is 
not necessary in order tfiot fiscal balance be prcinoted, for there 
v/ere at least three other options. These v;ere: (l) To restructure 
slate aid for educat i OiV'i ) purposes so tl^u-Jt its in^pact was less 
pro-subur ban ; (?.) to increase state aid for noneducat iona 1 purposes 
so that it uoro effectively offsets the hnpact of tlie educational 
aid, and (3) to restructure the prc;sent aid for noneduca t iona 1 
purposes either by alterinrj the mix of functions aided or by 
altering the distribution of aid under each function's formula so 
as to make the distribution of tlie present aqc^regate an^ount of 
such aid more pro-central city. 
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f;1jm;opo1 i ton F;^ 1 .incc j.?nd Crfic;o1 F f n r:re HeforTu 

Att!:Cu}Qh 1 fujvo jui^l orqik.ri thc^t it is r,ot neci:^;b:ay--and 
may, Indeed, not oven be pa rt ic ul .-riy wise— for us to restrict 
ourselves lo jdvccotifg oltcralicns in tfio prc[,ircm of state aid 
for cducatton as our i.u-thpod of promoting r-riropol i tan fiscnl 
balance, It is us:eful to spond n few p3gc:r> here exploring thf^ 
irnpcjct tiu^.t two ratl;er drarrjtic rJiifts in «U'jte education aid 
{policies nilcj'u hove had on city Ly city ciahoatos of tax rates 
and tax burdens. The first of thei^e is a shift which appears, 
on balance, to be pro-central city; the second is a sfWft that 
appears, on balance to be pro-suhurban » 

I hav': simulated the fir^, t of these tv:o aUcrnattve plans as 
"Case 1," and presented the city by city results of that sirrulation 
in Table . For Cotc: 1 I assLsr-d tfiat all slate aid to education 
was abolishtd and th^t each local c;c vcrnnieru reacted to this by 
adjusting its local property tax rates so as to replace C5 per- 
cent of its !ost strite aid. I then made nv/ only substantive 
foray into tte v;orld of relative cducatiorial benefits by assuming 
addi t lonel ly that each cer^tral city adju.Ued its level of educa- 
tional s[-eridinn (anc! property tax eol lections) so that its per 
pupi) Of^erating cxpcndtturcs wct^ld be equal to the level of per 
pupil cpcratinc) expervi i tures prevailing in Its suburbs. Finally, 
I further assumed that both central city and si.^burb ihcn increased 
their operating expenditures (and property tax collections) by 
cnouijh to provide r,^ additional sur. equal to three ti'xs the ESEA 

ERIC 



Title I roonios each acluolly received in f local 1967. T^hc results 
of this (\Kcrcise sh(v./, then, the estinknted degree arid direction of 
nietropo) ! lar^ fiscal incentives if state aid to educotion were 
abolished, all cities were forced to spend on non-Title I students 
at the saivC level as did schools In ttieir suburbs, and both city 
and suburb v.ore forced to fund, froni their ov/n resource's, com- 
pensatory education prc<ji*an^s at three tires tlu"^. Title I level. 

As can be seen frcn Table A, such an olt^'ratlon in the level 
of state aid and in liio reletionshij: between city and suburban 
school expenditures is, on balr.nce, quite a pro-central city 
proposal. Its inipact is to drive the averarie suburban property 
tax rale Uf. by Q.Z'S percentage poiiits n.ore than it drives up the 
overacjc ceritral city proj^erty tax rote, an arrount sufficient to 
reverse tlio direction ef the avet.:qe business local ion incentive 
fron) one fcjvoring stbLrbs to one favor infi central cities. Its 
in^.pact on variable tt x burdens is to drive the suburban burden 
up by 0J\?. percentage points r.ore tlian it drives up the central 
city burden, reversing also tt;e direction of the av-^rane resi- 
dential location incentive* Unnc^r this r» ir.ul a t iort , the number 
of central cities v.ith higher pror^erty tax rates than prevail 
in their suburbs declines from 10 to 11, vhilc the nur^ber with 
fM'ciher variable personal tax bJirdens declines from 16 to 9. 

It was noted earlier in the paper that loree centra] cities 
did, on balance, appear to be at a slight fiscal disadvantage in 
conpotincj v.ith their suburbs, and sone of them appeared to be 
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FCOTNOTCS 



a. Simple average of inciopejident observat i uns . 
1. See text for a dcscr I [>L i on of ' Co.se 1 

Central City, 
3. Suburban Average 

'f. Differc^ncc between Central City and Suburb under sinuloted 
p 1 an (I.e., Cen t ra 1 C i t / love ! f.^i nus suburban leve 1 ) . 

5. Change in the dlff^'^rencc between central city and SLjburbs 
produced by adopt i ru: pi an . ( i .e, , Actua 1 d i f fcrcnce ni nus 
simulated difference). A positive nuivbcr sirnlfles that 
the centre^] city gained relative to its suburbs. 



at i\ ign I f i cant^' fiscal d i <:.advan t.igt: . This piirticular proposal 
appcMfs to help ini;u'ove ll\c. relutive fii;cal posilioft of the 
avcroQC ccnU'o) city. But does this goiierolly pro-ccnlral city 
lir.pacL nako tliC proposal sinulatcd good public policy? In 
general, I v.'ould say no. t'or the proposal seenis to create 
problci.s v/here i.on^ existed before and to fail to ulleviate 
many of the problcns that did exist before, 

Tfie places v.[ic>re the cidoptton of this proposal scenes to 
crca'^e problrrjs are a nu:.:ber of metropolitan areas fn v.hich 
prior I Its adoption there were not "significantly*' large 
fiscal incentiw.s encour^Mli^2 J'over.ont eitl^er into or out of the 
central city, but where, as a result of its adoption, such 
significant fiscal tocattcr:.;! incentives v.cre created, 

With regard to the business 1oc^:*ticn indicator, effective 
relative property tax rates, there were apparently seven such 
places ivhere a sigrfificant locational incentive is created by 
the adoption of the proposal. In six of these seven places, 
the direction of the incentive was tov/ard the central city; in 
the seventh it was toward the suburbs. V/i th regard to the resi- 
dent ill iociJlion indicator, variable personal tax burdens, there 
were Cipparently six such places where a significant locaticnai 
incentive was created by the eidoption of the pro{:osal • In aH of 
these cases the direction of the incentive was toward the central 
city. 



Moreovar, tlu' proposal is not, appc^reri 1 1 y , very effective 
In rcrroving those s i ^jn i f I cant loccUiontil incentives th:n existed 
prior to its adoption. Where.)',; prior to its adoption there were 
ten places (six central cities and four suburban areas) having 
significant incentives agairist business location, after the 
adoption of the propoL^al eight of the ton still had significant 
Incentives against business locoticn. And whereas prior to its 
adoption there were seven places (four central cities and three 
suburban areas) having significant incentives against residential 
location, after the adoption of the proposal, six of the seven 
contiiujod to have significant incentives acjainst residential 
loca t icn . 

Perhaps the only good thing we can say about the proposal 
Is that its adoption serves to clininate a significant locationa! 
Incentive in two of the metropolitan areas contained in the sanplc 
and, v/ith respect to six of the tv/cnty-nine central cities, ft 
served to neither create nor perf*etuatc a significant locational 
Incentive. So nvjch for the abolishing of all state educational 
aid as a program to prcrote r^ctrc pol i tan fiscal balance. 

I have sirulatcd riy second alternative as Case 2 and pre- 
sented city by city results in Table 5. For the purpose of this 
simulation, 1 asserted the adoption of a district power equa- 
li^in9 plan with the following features: (1) That each state 



converts all of its state aid into o DPE [M-ccjrom fool\)rlfnj 

recopturc of rcve.nuos f rem v;cal thier districts; (2) Thot each 

state sets the per pupil property value level at v/hich it will 

power equalize at tfuit level which, w^cre the state avorctge educo- 

tion property tvix rote to remain unchanged, w hj j d rccult in a 

33 percent increase in aggrcrjuic stote old to education; and 

(3) That each school district then cidjusts to the progran) by 

aiterinq its property tax rate in such a \,'ay that at the new 

tax rate, 35 percent of any increase in state aid over the level 

actually received f.as gone i tUo increased educational spending 

1 

and 65 percent has gone Into property tax relief. 

As anyone foni 1 iar with previous work on large cities nd 
school finance reform already l.'nows, and as the data in Table 5 
clearly indicates, this rather pure DPE plon represents sone- 
thing of a pro^suburban proQrarn. Its adoption would apparently 
have caused the '^average" suburban property tax rate in this 
sample to decline by 0.19 percentage points more tlion did the 
average central city property tax rate, resulting in an expan- 
sion of the gap by v;hrch the average central city exceeded the 
avercHje suburb to sor,K^ 0.29 pcrcepitage j^oints. It would have 
Increased the nurbci' of central cities having higher effective 

tn such a world thi- ntw f)roperty ^ax rate is found by solving 
for X in the followirr^ equation: 

.65 /TgV-AV)x - SA7- PT - x(AV) 

Vi'here: X - fho new property tax rate 

CtV The level of |er pupil property value quaronteed 
by the state 
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Eslin'ored Total Pvorciiy Tax R:iU^s and Var iable 
Pcri-c^nal Tax Bur^lcns undtT "Crtse 2.'^ ^ Selected Larue 
Central Cilies and Their Siilurbs, l ineal ^SC// 
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Simple avcM.vje of i adepLMKiont ol^sorvo t i ons . 
See text for a doscrif^tion of "Cose 
Central Ci ly , 
Suburban Avor*r3C[e. 

Oiffercnfo i>nlween CrnlrnI City <irid Suburb under Simula led 
plan (i.c», Central City level nhius suburban level). 

Clinn(je in tl'c difference between contml city and suburbs 
produced by c:depting pl.in, (i.e., Actual difference ciinus 
sir.^ulated difference). A positive number icmifies that 
the centroi city gained relative to its suburbs. 



property Uo:es them tfiose In thoir t»uburbs from 16 to P.f), leaving 
only v/ittj lov/er ef fee live proper- ty tax rotes. The adoption of 
ttils van'jiu would have reduccuf ov<?roige subiirban varlcblo persons! 
tox burdens by sor.e 0.3" more thon the reciuclion in averafje central 
city burdens, opcninrj up d gop bot\.een the tv;o of sonic 0.51 per- 
ccnLoge points in favor of the suburbs, and increasing the number 
of centriil cUies with greater relative burdens f roni 16 to 21. 

Judging only on the basis of its impact on fiscal locotlonol 
lricentiver>> is there any thing in this analysis thot ccmirends Case 
2 as being cjood public policy? Atjain 1 would tif:ve to say probably 
not, at though I find slightly rr.ore to comricnd this voriant than I 
found to cof/rnend the Case I varicrjt. 

The proposai siinulated as Case 2 would, apparently, create 
prcblerTiS In a number of r^^etropol i Ian areas, especially for the 
central city. Under the proposiil, the number of central cities 
which appeared to offer i gn i f i cant*' encourage.Mien t for the 
suburban! ;^at ion of business rose from seven to eleven, and the 
number which appeared to offer i cn I f i can t'* encouragcT-cnt for 

MV « Tive actual level of per pupil property value 
in the district 

PT = The level of per pupil property taxes prior to 
the change 

SA = The level of state aid per pupil prior to the 
change 



1 

residential suburbaniziit ion rose f rocu four to cicjht. There v/ere 
no central cities offering significrjnt cncoLiragcr;en t for suburban! 
zation prior to the adoption of the proposal that did not also 
offer significant incentives after its adoption. 

The proposal rates mixed reviews on its ability to remove 
significant incentives a^ioinst suburban i nation that existed v/ith 
respect to six central cities prior to its adoption. With respect 
to effective property tax rates, the number tiaving such antl- 
suburbanization incentives dropped from four to one; but with 
respect to variable tax burdens, tfjc number having such anti- 
suburbanization incentives dropped by only one, from three to two. 

There do appear to be a few redeeming features to this 
proposal. For one thing, there were three central cities in 
which one or the other type of s ign i f i cant locat iona 1 incentive 
In favor of the city was eliminated by the adoption of the variant 
v/itFK>ut it being replaced wi th a significant locatlonal Incentive 
In the other d i rect ion. That Is one rrore than the number of such 
^'success stories" recorded under the earlier variant. 

Additionally, tfiere were seven central cities v;hich did not 

offer a significant incentive in either direction prior to the 

adoption of the variant and also did not offer one after Its 

adoption. That is one more than the nui^ber of such unaffected 

places than were found under the Case 1 simulation. 

1 

The data in Table 5 suggest that the number of places liaving slg^ 
nf f icant fnccnt ivcs against central city business location should 
be t h i r t ee n I n s t ea d o f e I e vcn . ! io vre v e r , be f o r c r o u nd i ng to two 
decimal places ^ the difference between the central ci ty property 
tax rate and the suburban property tax rate was less than 0. 30 
percentage points In both Denver cind Seattle. 
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Al] In all, though, this porticulnr- proposal seems to rote 
the i^c\:.c judgment thot was given to the Ciorlicr proposal. That 
Is, it svcivs to Creole more j;roblcms than it solves, 

Although I have certainly not eAfinusted the potential list 
of particular school finance reform plans that could be simulated, 
my two exiifnplcs t'o serve, I think, to illustrate one nore point 
with respect to the problcri cf pronotinr^ nx>tropol i tan fiscal 
balance througl^. school fir:ar,cc rcforn: tfie fiscal effects of 
a particular plun which appears, on balance, to favor, say, 
central cities over suburbs > may not appear upon closer examina- 
tion to be quite so advantacjeous as was first thought. That is 
because it can easily end up not favor inc; enough those cities 
that most need favoring while at the sane thne it favors too 
much those cities th.at least need favoring. 

iV. SuTfiary and Co nclusions 

My aricnda in this paper has been four^fold. First, I have 
sought to demonstrate one way In which the analysis of cducatrcnal 
finance reform mifjf;t be broadened to include an analysis of the 
fiscal effects of such reform* t have used as an example of such 
a fiscal analysis the analysis of the impact of reform on fiscal 
comipetition between large cities and their suburbs. 

Tl^e appl i cat ion of t!ils particular v^ay of looking at scliool 
finance reform to tfiis particular question is one which I find to 
have appeal. [ think the question being addressed is an iniportaiit 
one, and I thltik that the potential Impact of school finance reform 
on 1 1 Is significant* Moreover ^T believe that this particular 
k I hd of ana lys I $ provl des us w I th a $ t r uc t urc within \ih i ch v/c ore 
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able to derive, If scfiewhot crLidc:ly> o set of objectivo pleasures 
oppMcoblc to the question of wiiclher or not a given locality 
^'deserves'' addItion-0 aid, and if It doc:;, how much oddilionol 
aid it deserves » 

Soccnd, I have sought to sfiov; that, at least with respect to 
this one set of struuiards, it is not possible to say tiiat "most 
central cities" or "rnost suburLan areas" deserve a greater share 
of state educational aid. Ralher, there appears to be significant 
variation arxDng mctropofitan areas in the refative fJsca? position 
of the central city. In soo^e areas there is clearly an argument 
to be n:v]de for giving c^reater financial assistance to the city, but 
in otficr areas^-perhaps soniewhat fewer in nunboi — the san-e ^ogic 
seems to argue for givirig greater financial assistance not to the 
cities but to the suburbs. 

Third, I have tried to point cut that school finance reform 
ts not the only static policy that has potentially significant flscol 
effects. I couched my discussion lo include the role of altering 
the arr.ount of or pattern of distribution of state nonoducat lona 1 , 
but I could have easily also explored the role that the giving to 
localities of greater autf^ority to levy noriproporty taxcs^-especial ly 
"coiur-uter" taxes-^*ni qht play or the iripact that redefinitions of 
what constitutes taxable property friight have. 

The evidence presented in this paper suggests that state 
aid to local education Is already a pro-suburban program. That 
assenibled by other rcseorchcrs has Indicated that a reform of 



1 

school finaiice Is likely to meikc il even r^ore pro-suburbcjn . 
V/hether wc like it or not, the l- in pie fact of the rvittcr is that, 
by ond Itifye, it is in the suburbs ihnt thj orcatost fiscal 
burdens for education -arc found. As conse(|L:cnce , any rr.ovcment 
to Increase the role of state aid in financinn loco) cdjcotfon 
Is going to have the iirpact in r.os I netropolllan areas of helping 
the suburbs more tfian it helps t!^c central city. 

It is the fact of tliis gerierolly pro-suburbon inpoct that 
nakes it iiviportdnt for* us to rcMcnbcr thot scf^ool finance reform 
is not the only game ir; town. Tlius, while I argue tho*. v;e should 
anolyze the fiscn! effects of school f I nonce reform, I would 
also argue that a consideration of its fisccil impacts need not 
provide the single criteria by v.hich v/e decide to adept or 
reject a given refoni plrin. If after deterninlng that a given 
reform plan has favornble educational effects we then discover 
that it lios unfavorable fiscal effects, wc rrioy v/clV decide to 
reject the reform plan. But v;c could also decide to accept the 
reform plan while at the same tirio placing it in con:bination 
with another measure that served to offset its undcsi rable fiscal 
effects. And there are undoubtedly an almost I Imi 1 1 ess number of 
additional measures v;i th potent io 1 1 y offsetting fiscal effects. 
1 ~™ 

Studies typically find that* talcen as o group, suburbs neither 
gain nor lose under school finrjncc rcforri^ but taken as a 
group> large cities do lose. Thus, cities lose relative to 
thef r suburbs . 



Finally, ! have sought to z\]ov: by rocourse to two ex^ifrplcs 
that there is prcbnbly no one sincjio optina] school finance 
rvJorn) plon hn*l;ing oround out thot'c just vvoitlng to be diGcovared, 
A portlcukir plan v^hich ^.i)pear5, in (j-eneral, to ir.part a par- 
ticiilar pro or anti "•ccntr-j 1 city bias to school finance reforn 
may indeed produce favorc^ble fiscal effects in fi fcv/ me trc^pol i tan 
£)rcas» But It is likely that in tho process of irnproving the 
situation in a Tcv/ metropolitan arcns, the sar.e plan v/i 1 1 work 
in other riettopolitan areas to not offer significant assistance 
to places that seem to disserve it, and v/ill v;otk in still other 
(netropol i tan areas to destroy the fiscal balance that had pre- 
viously existed. 

I suspect thot if tliis kind of analysiswere undertaken 
on a more systenatic-"and , perhaps^ irtorc rigorous-^basis at 
the state level v;e would firid that the particular school finance 
reform progrf'; > that seems to work best in one state may not work 
at all in another* I see no reason, fiov/cver, why that should 
bother us. V/e may well also find that schooV f i nance reform con 
produce both fovorable educational and favorabl c f i seal effects 
in most paiMs of many stales only wIj'jh it is coupled v/i th altera- 
tions i n other el cmen ts important to the local fiscal picture. 
That, 1 submit, should not bother us either. 

The analysis of how each potential combination of education 
ond noneducation fiscal reforms can impact on one city or another 
Is Well beyond the scope of this paper* 8ut I am confident that 
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with little iraciinalion one could derive o package of rcforn^s 
that, in a cjivcn stntc, produced for alr,)ost every rvfjion both 
fovorcjble ecucot ioiuil inpacls nnd favorc^blri fiscal iiipacts. 
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6. National Education Association^ "Selected Statistics of 
Local School Systems, I966-67. "Research report I968- 
R11: Assessed value of property v;ithin school district. 

7. U.S. Office of Education* Unpublished Reports: Oistrl- 
button of Title i Monies by County and School District. 



Cuflip u [i 1 1 i one ] Pr c - c c dure s 

!• lS-66-67 Population EL^tirates for each jurisdiction 
were generated by cjeornctrlc interpolation based on 
I960 and 1970 data. 

2, 1967 per capita income estfr-ates for each jurisdic- 
tion v/cre produced by multiplying per capita 
Income by the statewide ratio of 196/ to I969 per 
capita incorrc for the state within wiiich the juris- 
diction was located, 

3. Taxes, Intergovernmental aid, and Expenditures of 
overlyirjg county and special district governments were 
allocated between city and suburb on the basis of: 

(1) Population, for aid and expenditure items; (2) 
Market value of taxable property, for property taxes; 
(3) Aggregate retail sales, for sales taxes; and 
{h) Population, for all other taxes. 

Where school district boundaries were not coterminous 
v^ith the central city, school ffnarjce and enrollment 
magnitudes were adjusted to reflect estimates of what 
they would have been in the presence of such cotermil- 
nality* Adjustments were based on the ratio of 
assessed value of property In the school district to 
assessed value of property !n the n:uniclpal i ty • Any 



increase; in central city enroMnicnts, taxes, aid, or 
expenditures that \/cre (>roduced by this adjustment 
were deducicd fro;^ Ihc suLuirbnn total. Any decreases 
v/ere eiddad to the suburban total. 

Estimates of the rnarket volue of inxable property were 
generated [;y dividincj tfjc reported assessed value of 
taxable property by the average s.^les based assessment 
ratio for sinrjle fr-rrtily residences in each jurisdiction, 
(A rrore coniprchensi vo assessment ratio estimate was 
available for the central citics» but was not used due 
to the unava i labi ] i ty of a similar figure for suburban 
counties) , 

Est) motes of the market value of taxable residential 
property were derived by multiplying the estimate of 
the marlcet value of all taxable property by the 
reported fraction of all taxable property that consisted 
of res i dent i al rea 1 property ( i nc I ud i ng farms) . 

Estimates of the distribution between city and suburb of 
the liabilities of local income taxes v;crc based on IS70 
census data on employment location. For instance, If a 
local income tax v;as levied on all incomes earned in 
the city and on all incomes earned by residents outside 
of the city, and if no offsets were a I lov/ed for local 



tcxcs po?d to other jurisdictions, it v;<3S assuincd that 
the frvjctlon of col lections exported v;aG equal to the 
ratio of the nijn^ber of suburban rcfndcnts cnif>loYed !n 
the city to th.e lotol of the number of persons cr)[)loyed 
In the city plus the nurtf^r of residents of the city 
en:p!oyc;ci outside of the ctty. Where offsets v;cre al- 
leged for toxcs paid el ^cvih.erc> and inccrre taxes were 
levied by subur bon coumuni t ics, the eGthiate of the 
frciCtion exj^ortcd v;as derived by dividing the /iuirber 
of nonres idof^ts efrployed in the clly by the total number 
of persons cnployed !n the city, 

T'^^tinatcs of tho distribution of local soles tax col-- 
Iccticn v;ere bai;cd on the relationship between local 
retail sales a;/d local personal incomes . Basically, 
It was assumed that the ratio between the total retail 
sales Made to res/dents of a given jurisdiction and the 
Inccries of the residents of that jurisdiction was con- 
stant throuoltout any given rretropol I tan area. Any 
retail sales occurring in a given jurisdiction that 
exceeded the arount that could be attributable to the 
residents of that jurisdiction based on multiplying 
tlu^Ir fncomc by ttie fnetropoU tan-wIdc ratio of soles to 
Incorre were assufrcd to fiavc been n^adc to residents of 
another jurisdiction. The fraction of the sales tax 
assurrcd to be exported v;as, therefore, equal to the 
fraction that ostirrxitcd sales to nonros ! dents vjorc of 
^'^t a I sales . 



Cj Dcf i tiij^iori^jf Siilnn'L 

The suburhar) regions 
as fol lows: 

Phi la del phi a 



Pi ttsburgh 
Akron 

Ci ncinnoU 
C 1 evcl and 

Col un bus 
Dayton 

Chicago 



Gary-Hanvnond 
Konsas City, Kan . 
Kansas Ci ty , Mo, 
St • Louis 

Mlnneopol is*-St. Paul 



Arc .3 5>_^ 

of each fro tro(.o! ! tan itW'a were defined 

Suburb- '11 ^£'i'ntjj.^s 

Bucks 
C[iC'S tei' 
Delaware 
Mon trior :cry 

Al legheny (Balance) 

Portage 

Sui-'^T}! t (Ua lance) 

Ham! 1 lor, (Oa lance) 

Cuyahooa (Ca lance) 
Lcke 

Frank! i n (Bo lance) 

Greene 
Miami 

Montgorcry (Oa lance) 

Cook ( Pa lance) 

Da Page 

Kane 

Lake 

McHenry 

Will 

Lake (Ba 1 a nee) 
Porter 

Johnson 

V/yandotle (Da lance) 

Clay (Balance) 
Ja ck-o on (Ba lance) 

St» Louis 

Anoka 
Dakota 

Hennepin (Calancc) 
Ramsey (Ca(ancc) 



FRIC 





Suburban Counties 




Jer 


Bi rmi nghdn 


Jefferson (Balance) 


Little Reck 


Pulaijk! (Balance) 


Nev/ Orleans 


Jefferson 


Anahc [f i~Sc'nila Ana 


Orange 


Los Ange 1 cs-Lontj Beach 


Los Angeles (Balance) 


Sacra: :Cnto 


Placer 




Sacrarnenio (Ba 1 ancc) 




Yolo 


San Diecjo 


San Diego (Balance) 


San Francisco-Oakland 


AlameJa (Balance) 




Contra Costa 




Harin 




San Kateo 


Denver 


Arapahoe 




Jefferson 


Sal t Lake C i ty 


Saf t Lake (Balance) 


Seattle 


King (Balance) 




Snohomish 



